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This study aims to identify the key factors that may act as motives or obstacles for bringing 
Chinese foreign direct investment to Finland, as well as services provided and needed for 
promoting and assisting investment from China to Finland. China will be studied as an investor 
and Finland especially Southern Finland will be evaluated as an investment destination. In the 
academic literature, foreign direct investments have been deeply and broadly studied all over the 
world.  With the astonishing development of Chinese economy, its rapidly increased international 
investment has drawn much more attention globally. However, Chinese investment in small 
nations such as Finland or other northern countries is rather a fresh topic. What’s more important, 
previous empirical studies have not provided a clear picture of host country determinants of 
Chinese FDI in small developed countries such as Finland. Recently, Chinese companies are 
generally showing greater and stronger interest in Finland. Thus a better understanding of the 
current situation and intent of Chinese outward foreign direct investments in Finland has become 
a more important issue. This study seeks to provide the key elements behind Chinese foreign 
direct investment to Finland, especially southwest Finland.   
The literature review was supported by both primary data and secondary sources. The primary 
data has been gathered through reports, emails and some government publications. The 
secondary sources have been journals, books, newspapers and statistics, among others. The 
research was conducted by both qualitative and quantitative methods: questionnaire designed for 
Chinese respondents, semi-structured and in-depth interview for Finnish respondents. Altogether 
18 responses were received, 12 for questionnaires, 6 for interviews.  
There are various findings of the research. The Chinese respondents appeared to be optimistic 
about Finland’s investment environment and the Finnish responding enterprises showed positive 
attitude towards Chinese investment too. The study also reveals some positive motives for and 
obstacles of attracting Chinese FDI to Finland. Moreover, culture turns out to be a potential 
obstacle factor that Finland is lack of knowledge about Chinese investors and China has 
inadequate information about Finland’s investment environment. Finally, the study concludes that 
Finland lacks promotion and publicity in China, therefore, increasing promotions and publicity in 
China and improving Sino-Finnish FDI services are needed, in which further study is strongly 
recommended. 
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1 INTRODUCTION  
1.1 Background  
The global investment environment and trend has changed, especially during the 
last two decades. Outbound foreign direct investment (OFDI) used to be almost 
exclusive activity of developed countries. However, following the rapid growth of 
emerging countries, this phenomenon has been increasing. The outward FDI 
from developing countries has been rising dramatically. Although China is better 
known as a recipient country for FDI, recent high-profile outward FDI has drawn 
global attention and proved to be undoubtedly the biggest rising star.  
Finland and China are important trading and investment partners. What’s more, 
Finland has been China’s largest trade partner in Nordic region for the last four 
consecutive years. Finland has also served as an important source of FDI and 
technology in Northern Europe (Ministry of Commerce People’s Republic of 
China, 2013). Meanwhile, China is Finland’s largest trade partner in Asia. Total 
trade between the two countries amounted to EUR 7.2 billion in 2012. 
Approximately 240 companies registered in Finland have started operations in 
China, establishing 340 offices, subsidiaries or joint ventures (Ministry for Foreign 
Affairs of Finland, 2013a). Finnish companies’ total investment in China is 
estimated at EUR 8 billion (MFAF, 2010, p.13). However, Chinese investment in 
Finland is only about EUR 100 million (China International Chamber of 
Commerce for the Private Sector 2013, p.19), which is still rather modest.  
In June 2013, Finnish government adopted the first Team Finland strategy, 
including key issues: promoting internationalization, influencing the business 
environment abroad, promoting investment in Finland and country branding 
(MFAF, 2013b). Steps will be taken to promote foreign investment in Finland on 
a broad scale. The objective of investment promotion activities was to create jobs 
and competencies within Finland. In 2014, active sales efforts will focus on 
environmental business, the mobile industry and software, and R&D activities in 
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collaboration with Finnish players, particularly those engaged in ICT and 
pharmaceutical research. Actions to promote data center investments in Finland 
will also continue. Important areas from a regional perspective will include the 
United States, the Nordic countries, China and Russia. (Team Finland, 2013, p.14) 
The “Go Out” Policy (also referred to as the Going Global Strategy) was an effort 
initiated in 1999 by the Chinese government to promote Chinese investments 
abroad (The Central People’s Government of the People’s Republic of China, 
2006). China has been using its reserves to finance overseas investment to 
increase its technological capacity and productivity which globally competitive 
companies could help to accomplish.  
1.2 Objectives 
Finland-China relationship have remained harmonious and strong over the past 
60 years. However, the amount of China’s investment in Finland is rather modest. 
In order to increase the collaboration, investment and development between 
Finland and China, we need to better understand both sides; utilize the strengths 
and opportunities; identify the obstacles and challenges then come up with 
solutions.  
The main intent of the study is to present a comprehensive overview of current 
situation and intent of Chinese investment in Finland. Precisely speaking, the 
research is in an attempt to identify the motives and obstacles of Chinese 
investment in Finland, as well as to collect the up-to-date Sino-Finnish (Chinese-
Finnish) investment public support. More importantly, determine what and how 
Chinese investors would invest in Finland. Meanwhile, identify opportunities to 
further develop and increase the cooperation. Subsequently, findings of the 
research also can help companies to familiarize with investment and cooperation 
between China and Finland. 
Meanwhile, this study is a part of a research project of Smart City Hub – The 
Beginning of Smart Environmental Solutions. The research project is funded by 
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European Regional Development Fund and this study is part of the subproject 
“Tianjin-Turku Axis” at Turku University of Applied Sciences. 
1.3 Motives 
Foreign trade and investment between Finland and China has been a prominent 
topic to me. Investment from China to Finland is rather a new topic and there are 
not many relevant studies available at the moment. However, it has become a 
very popular issue and will be continuing increasing its status in both international 
and domestic economic development.  
This study is motivated by three research questions:  
1) What is the current situation of Chinese outward FDI in Finland? 
2) What are the key factors that may act as motives or obstacles of attracting 
Chinese investment to Finland?  
3) What are the existing services provided for promoting and assisting 
Chinese investment to Finland?  
1.4 Structure of the thesis 
The thesis will proceed in the following structure. Theoretical framework in 
chapter one outlines the classical theories for the existence of FDI as well as 
discusses motives, risks and obstacles of FDI. Secondly, Finland will be analyzed 
separately as an investment destination and China as an investor. At the same 
time, major Sino-Finnish investment public support offered by public sectors will 
be introduced. Next chapter will introduce research methodology.  
The chapter of research methodology starts with statement of choice of research 
method. The following part will describe the data collection and study design. 
After that, respondent profile and result conducted by two different kinds of 
research approaches will be assessed. The last part will discuss the reliability, 
validity and limitation of the study. The following chapter will bring research 
findings which is divided into two catalogues: result of questionnaires and 
interviews. In the end, conclusions and recommendations.  
10 
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2 LITERATURE REVIEW 
In order to familiarize with the research topic, this chapter first introduces the key 
definitions and most recognized FDI theories, especially Dunning’s taxonomy of 
FDI motives. After that the distinct FDI motives of Chinese investment in Finland 
are discussed separately. Next, the reasons why companies invest abroad are 
discussed. Dunning’s taxonomy of FDI motives and distinct FDI motives of 
Finland and China will be discussed in details. In the end, risks and obstacles of 
FDI.  
2.1 Key definitions 
There are several terms and definitions that are used in this study which might 
differ from common practices and will therefore be introduced here below in the 
beginning of the study to avoid misunderstandings. 
2.1.1 Foreign Direct Investment (FDI)  
In practice, an investment is classified as direct investment if the resident 
enterprise owns 10% or more of the shares or voting power of the foreign 
enterprise. (OSF, 2013) “Direct investment is motivated differently from portfolio 
investment; portfolio investment is presumed to involve passive management 
whereas direct investment is presumed to involve active management. Direct 
investment is designed to inject new resources, management skills and 
institutional forms into the company, or acquire new assets to protect or increase 
the investor’s own profits or competitiveness.” (Dunning and Lundan, 2008, p.75) 
Simply speaking, FDI happens when a country or a corporation invests capital in 
another country.  
2.1.2 Outbound/Outward Direct investment (ODI) 
Outbound direct investment (ODI) (or outbound foreign direct investment) is 
different from FDI only in that it represents the investment flow out of a country 
as opposed to the investment flows in to a country. (EUCCC, 2013, p.10) 
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2.1.3 Multinational Enterprise (MNE)  
MNE is an enterprise that engages in foreign direct investment (FDI) and owns 
or controls value-added activities in more than one country (Dunning and Lundan, 
2008, p.3). This is widely accepted academic and business circles. However, 
Wall, Minocha and Rees (2010, p.29) argues that typically the multinational would 
not just own value-adding activities, but might buy resources and create goods 
and/or services in a variety of countries. While the central strategic planning takes 
place at the headquarters, considerable latitude will usually be given to affiliates 
(subsidiaries) to enable them to operate in harmony with their local environments. 
There are three different types of MNEs distinguished by their strategies: global 
corporations, multi-domestic corporations and transnational corporations. MNE is 
sometimes called transnational as well. Translational Corporation (TNC) is the 
preferred nomenclature used by the UN (Dunning and Lundan, 2008, p.813).  
2.1.4 Foreign affiliate 
A foreign affiliate is an incorporated or unincorporated enterprise in which an 
investor, who is a resident in another economy, owns a stake that permits a 
lasting interest in the management of that enterprise (an equity stake of 10% for 
an incorporated enterprise, or its equivalent for an unincorporated enterprise). 
Subsidiary enterprises, associate enterprises and branches – defined below – 
are all referred to as foreign affiliates or affiliates. (UNCTAD 2007, p.1) 
 A subsidiary is an incorporated enterprise in the host country in which 
another entity directly owns more than half of the shareholder’s voting 
power, and has the right to appoint or remove a majority of the members 
of the administrative, management or supervisory body. 
 An associate is an incorporated enterprise in the host country in which an 
investor owns a total of at least 10%, but not more than half, of the 
shareholders’ voting power. 
 A branch is a wholly or jointly owned unincorporated enterprise in the host 
country which is one of the following: (i) a permanent establishment or 
office of the foreign investor; (ii) an unincorporated partnership or joint 
12 
 
TURKU UNIVERSITY OF APPLIED SCIENCES THESIS | Tingting Li 
venture between the foreign direct investor and one or more third parties; 
(iii) land, structures (except structures owned by government entities), and 
/or immovable equipment and objects directly owned by a foreign resident; 
or (iv) mobile equipment (such as ships, aircraft, gas- or oil-drilling rigs) 
operating within a country, other than that of the foreign investor, for at 
least one year. 
2.1.5 Internationalization  
Internationalization is the process of starting and performing business along 
country borders and adaptation of new environment and changing circumstances 
(Buckley & Ghauri, 1999, pp.46; 115). However, Mathews (2006, p.16) argues 
that “the literature on the process of internationalization has tended to use a 
‘push-oriented’ concept, with the outward movement of the firm propelled by 
some strategic objective. To accommodate the case of new comers and 
latecomers, he suggests internationalization needs to be reconceived as a ‘pull’ 
process as well as involving a push. Therefore, it may be defined as ‘the process 
of the firm’s becoming integrated in international economic activities’. The term 
‘integration’ covers both cases of push and pull, and emphasizes the point that 
internationalization is a process of engagement with the prior existing inter-firm 
linkages of the global economy.”   
2.2 FDI theories  
Enterprise needs to pursue interests, and overseas investment is one of the 
means to gain profits.  The fundamental motivation for the development of MNEs 
is to maximize profits. Until now there are several representative foreign 
investment theories.  
Buckley and Casson (1976) invented Internalization Advantage Theory and 
revealed that the general principles of the FDI theories are twofold: 1) companies 
internalize missing or imperfect external markets until the costs of further 
internationalization preponderate the benefits; 2) companies select locations for 
their constituent activities that minimize the overall costs of their operations.  
13 
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Dunning (1977) propounds “The Eclectic (OLI) Paradigm of International 
Production” (Ownership, Location, Internationalization) earliest in 1977. The OLI 
theory explains the phenomenon of outward FDI emerging from developed 
countries into developing countries. “According to the theory, the key ingredient 
for maintaining a firm-specific competitive advantage is possession of proprietary 
information and control of the human capital that can generate new information 
through expertise in research.” (Moffett, Stonehill and Eiteman 2003, p.338)  
Above works discussed the motives of FDI, however could not fully reveal the 
FDI motives of Chinese enterprises. For instance, many of those studies were 
focusing on the motives and advantages from the angle of global strategy by 
using MNEs from developed countries as research target, emphasized that 
MNEs need to have monopolistic competition advantage and position in order to 
develop. However, the majority of Chinese enterprises are unlikely to become 
MNEs, because there are still significant gaps between enterprises from China 
and developed countries in terms of size, capital, technology and management 
skills and so on.  
Blomström and Kokko (1996) state that the distinctive characteristics are in 
particular important for developing countries, where domestic enterprises are 
likely to be technologically backward. Their study exams the impact of FDI on 
host countries. Some of the positive impacts indicate benefits for FDI host 
countries which can be viewed as FDI motives. For instance, the foreign MNCs 
may contribute to efficiency by breaking supply bottlenecks; introduce new know-
how by demonstrating new technologies and training workers who later take 
employment in local firms (Blomström and Kokko, 1996, p.10). I share similar 
view as the entry of MNC subsidiaries into developed countries may have effects, 
both positive and negative, which are substantially different from those that occur 
in LDCs.  
Banga (2007) discusses the drivers of outward FDI from Asian developing 
economics and conclude that “trade in itself may not be able to boost outward 
FDI if the domestic investors lack the capability to invest abroad. Inward FDI flows 
have been identified as one of the drivers of outward FDI, which improve the 
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capabilities to undertake outward FDI. Better technology, better skills and 
information regarding the home economics of inward FDI are all necessary 
ingredients for enhancing domestic competitiveness.” Al.Sadig (2013) 
“empirically examines the effects of outward FDI on domestic investment in 
developing countries and the empirical results show a robust negative 
relationship between outward FDI and the rate of domestic investment. One 
percent increase in outward FDI leads to a reduction of about 29 percent in 
domestic investment.” (Al.Sadig, 2013, 18) Outward FDI has a negative effect on 
domestic investment, thus is unlikely to boost domestic investment. Therefore, 
this one will not be considered as a positive motive for outward FDI and discussed 
further in this paper.  
Kolstad and Wiig (2009), Peter et al. (2007) and Zhang (2009) present the 
determinants of Chinese outward FDI. The results of the paper show that 
institutions and natural resources have an interactive effect on Chinese outward 
FDI (Kolstad and Wiig, 2009, p.15). Peter et al. (2007) and Zhang (2009) came 
to the conclusion that the state plays a significant role on cross-border capital 
movements and many of its MNEs remain in state hands, even though 
corporatized in order to focus on commercial objectives. The paper of Peter et al. 
(2007) is one of the first attempts to formally model Chinese ODI. Another 
interesting conclusion from their work is “cultural proximity is found to be a 
significant factor, indicating that reduced transaction costs and network effects 
are important in attracting Chinese investors and that relational assets constitute 
a special ownership advantage, even for state-owned firms”. Zhang (2009) states 
that China’s FDI flows to low-wage countries. Also, with the increase in economic 
power, geopolitical interest have become more important to China.  
However, these papers did not reveal the drivers of OFDI from Asian developing 
economics to developed ones. Where is China going to invest now that it has the 
capabilities? This paper will study the intent of Chinese FDI in Finland and what 
Finland can offer to attract Chinese FDI, meanwhile help China enhance its 
domestic competitiveness.  
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As for the risks and obstacles of FDI, Moffet, Stonehill and Eiteman (2003) 
summarize the cultural differences as risks when MNEs that are resident in the 
most industrialized countries investing in some of the emerging markets. They 
are differences in allowable ownership structures; differences in human resource 
norms; differences in religious heritage; nepotism and corruption in the host 
country; protection of intellectual property right. However, they are inapplicable 
when MNEs that are from less industrialized countries investing in developed 
countries. Dunning and Kim (2007) discuss about the cultural roots of Guanxi and 
state that Guanxi is a cultural phenomenon and what Guanxi indigenous to 
Chinese culture is the fact that it originates from the Confucian legacy with the 
high value it places on harmony and hierarchy.  
Dunning and Lundan’s (2008) host country determinants of FDI (see appendix 3) 
provides a great overview and framework to study the topic from host country’s 
point of view. It is closely linked to their FDI motives (discussed in 2.4) theory 
also.  
2.3 Why invest abroad  
Kindleberger (1969, p.13) stated that “for direct investment to thrive there must 
be some imperfection in markets for goods or factors, including among the latter 
technology, or some interference in competition by government or by firms, which 
separates market”.  
“Thus, to be able to invest in production in foreign markets, a firm must possess 
some asset that can be used profitably in the foreign affiliate. Firms investing 
abroad therefore represent a distinctive kind of enterprise and the distinctive 
characteristics are pivotal when analyzing the impact of foreign direct investment 
on host countries. The entry of a MNE represents something more than a single 
import of capital into a host country, which is generally how the matter is treated 
in models rooted in traditional trade theory.” (Blomström & Kokko, 1996, p.2)  
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2.4 FDI motives 
Plenty of studies (Dunning, 2008; OSF, 2013) have been done to define FDI 
motives. However, there are still rather few systematic theoretical categorizations 
among various types of motives. The well-known categorization of FDI motives 
is the classical distinction of Dunning’s taxonomy which is closely linked to his 
another very famous eclectic (OLI) paradigm. The OLI triad of variables 
(ownership, location and internalization) determines FDI and MNE activities. 
Dunning’s taxonomy of the FDI motives were divided into four main types – 
natural resources seeking, market seeking, efficiency seeking and strategic asset 
or capability seeking motives. This theory can be comprehended as economic 
determinants by type of investment according to Dunning and Lundan’s “Host 
Country Determinants of FDI” too.   
2.4.1 Resource-seeking FDI  
In order to maximize the profit of the investing enterprise and strengthen its 
competitiveness in the markets, the natural resource seekers invest abroad to 
obtain certain and scarce resources that are either inadequate or with a higher 
quality but at a lower real cost than in their home country.  
There are three main types of them (Dunning and Lundan, 2008, pp.67-74). The 
first group which is prompted to acquire physical resources (such as mineral 
fuels, industrial minerals, metals and agricultural products) to minimize the cost 
and secure its supply its supply sources usually are primary producers and 
manufacturing enterprises from both developed and developing countries. One 
feature of the first group of resource-intensive MNE activity is that very often 
capital expenditure is significantly involved and it is relatively location bound. The 
Chinese heavy investment in Africa in recent years greatly exemplifies it.  
The second type is prompted to explore cheap and well-motivated unskilled or 
semi-skilled labor. This kind of FDI is usually made from rather high labor costs 
countries to lower ones in labor-intensive industries. A large and fairly constant 
stream of FDI from developed countries to China, which is the world’s largest 
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manufacturing base, could be the most significant example of this strategy. Given 
by the truth, this motivation is very unlikely for pushing Chinese FDI to Finland.  
The last type is seeking technological capability, management or marketing 
expertise and organizational skills. For example, Chinese ICT industry company 
Huawei will invest EUR 70 million over a five-year period to establish a research 
and development (R&D) center in Helsinki, Finland (Invest in Finland, 2012).  The 
Finnish R&D center will be a key driver in Huawei’s research and development of 
new technologies for mobile devices. From the outset, Huawei plans to recruit 30 
employees for the center, with the goal of hiring more than 100 employees over 
five years. At the same time, Nokia was shedding a large number of jobs. 
Therefore, it is very likely that some of the expertise and technology from Nokia 
will be acquired by Huawei. And based on my research and interviews, this type 
is rather utilized by Chinese investors.  
2.4.2 Market-seeking FDI  
Enterprises as market-seekers undertake investment internationally to defend 
existing markets or to expand new markets. This sort of investment aims at 
supplying goods or services to the local market or markets in adjacent countries. 
Unlike those engaging in other kinds of FDI, market-seeking represent a deeper 
involvement of the enterprise and tends to be the most responsive to local needs 
and cultural sensitivities. There are several reasons behind market-oriented FDI.  
“Apart from market size and the prospects for market growth, there are four main 
reasons which might prompt firms to engage in either sorts of market-seeking 
investment. The first is that their main suppliers or customers have set up foreign-
producing facilities, and that to retain their business they need to follow them 
overseas. The second reason is that, quite frequently, products need to be 
adapted to local tastes or needs, to cultural mores and to indigenous resources 
and capabilities. What’s more, foreign producers might find themselves at a 
disadvantage vis-à-vis local firms in various aspects. The third reason for serving 
a local market from an adjacent facility is that the production and transaction costs 
of so doing are less than supplying it from a distance. The fourth, and increasingly 
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important one is that an MNE may consider it necessary, as part of its global 
production and marketing strategy, to have a physical presence in the leading 
markets served by its competitors. Such strategic market-seeking investment 
might be undertaken for defensive or aggressive reasons.” (Dunning and Lundan, 
2008, p.70) For example, the whole potential market in China has attracted 
unprecedented inward FDI, some of which has followed the investments made 
by important clients, while the others have followed the industry leaders.  
However, Dunning and Lundan (2008, p.71) state that the action of host 
governments encouraging such investment is undoubtedly the single most 
important reason for market-seeking investment. In recent years there has been 
a great growth in bilateral investment agreements (BITs) concluded by both 
developed and developing country governments and potential foreign investors. 
According to UNCTAD (2003; 2004a), the total number of BITs rose from 385 in 
1989 to 2,265 in 2003. Since the second half of the 1990s, their number has 
almost doubled, and they now encompass 176 countries. BITs are most widely 
used as an instrument for protecting FDI.  
“Over the past decades EU member states have signed over 1200 ‘Bilateral 
Investment treaties’ (BITs) designed to protect their investors abroad. BITs allow 
multinational corporations the right to challenge governments' social, 
environmental and economic regulations if they look like they might harm the 
profitability of their investment. There is now a window of opportunity to break 
away from the current investment policies and to put public interest before 
corporate profits. The Lisbon Treaty has moved the competence for foreign 
investments from the 27 European member states to the European Union level.” 
(Transnational Institute, 2011) 
China, an emerging country and a large developing economy, invests globally for 
market-seeking purposes too. Kim and Rhee (2009) point out that “to gain higher 
returns than indigenous firms in the host country, emerging countries’ firms need 
to possess superior technological capabilities that enhance the uniqueness of the 
differentiated goods in question” and concluded that “the large developing 
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countries tend to invest in developed countries for both market-seeking purposes 
and efficiency-seeking purposes”.  
2.4.3 Efficiency-seeking FDI 
The motivation of efficiency-seeking FDI is to rationalize the structure of 
established resource-based or market-seeking investment in such a way that the 
investing company can gain the common governance of geographically 
dispersed activities. There are two such kinds.  
The first is to take advantage of differences in the availability and relative cost of 
traditional factor endowments in different countries. The second kind aims to take 
advantage of broadly similar economics structures and income levels, and of 
differences in consumer tastes and supply capabilities. (Dunning and Lundan, 
2008, p.72) It aims to reduce overall production costs by utilizing cheaper inputs, 
generally labor, or to achieve greater productivity. (Clegg and Voss, 2012, p.14). 
Given China’s comparatively low labor cost levels this motivation is unlikely (Peter 
et al.., 2007, p.5). In that case, Chinese investors to Finland are not considered 
as efficiency-seekers.  
However, Kim and Rhee (2009, p.140) conclude that developing countries tend 
to invest in developed countries for market-seeking purposes, that small and 
large developing countries do so for efficiency-seeking purposes, and that large 
developing countries do so for both market-seeking purposes and efficiency-
seeking purposes. Thus, China (large developing country) invest in Finland 
(developed country) for both market-seeking purposes and efficiency-seeking 
purposes.  
2.4.4 Strategic asset-seeking FDI 
The strategic asset seekers usually engage in FDI by acquiring the assets of 
foreign corporations to promote their long-term strategic objectives, especially 
sustaining or advancing their global competitiveness. This type of FDI-strategy is 
to secure better access to technologies, brands, distribution channels as to 
protect or advance the investing firm’s long-term competitive position. Similar to 
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efficiency seekers, the strategic asset acquirer aims to capitalize on the benefits 
of the common ownership of diversified activities and capabilities, or of similar 
activities and capabilities in diverse economic and potential environments. The 
investing companies include both established MNEs pursuing an integrated 
global or regional strategy, and first-time direct investors seeking to access or to 
buy some kind of competitive strength in an unfamiliar market. (Clegg and Voss, 
2012, p.14; Dunning and Lundan, 2008, pp.72-74) 
Dunning and Lundan (2008, p.74) state that there might be certain motives that 
do not easily fit into the four categories described above. Therefore, the additional 
motives are classified into three groups: “escape investments” – to escape 
restrictive legislation or macro-organizational policies by home governments; 
“support investments” – to support the activities of the rest of the enterprise of 
which they are part; “passive investments” – foreign investments which do not 
meet the requirements of FDI definition (see 2.1 FDI defined by European 
statistics).  
2.5 Distinct FDI motives of Finland and China 
The motives of FDI affect both home and host countries. As the theories of 
internationalization by Mathews (2006) points out that internationalization needs 
to be reconceived as both “pull” and push process, I strongly believe that FDI also 
involves both “push” and “pull” motives from both home and host countries, just 
as “one hand alone cannot clap”. “Push” motives means positive factors which 
could encourage home countries (investors) undertake more investments. “Pull” 
motives are factors which help host countries to attract FDI. Both of them 
initiatives to help home countries to invest in host countries. However, “push” 
motives only come from home countries, and “pull” motives are from host 
countries. (See demonstration below) 
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Table 1 Concept of increasing host country OFDI in home country 
2.5.1 Push and pull factors 
The “pull” determinants for FDI in host country, in this case: Finland; economic 
determinants are the key to attract FDI. What is likely to be more critical in the 
future are: the distinctive combination of location advantages and, especially, 
created assets that a country or region can offer potential investors (Mallampally 
and Sauvant, 1999). Finland can outdo many other developed countries when it 
comes to industries and sectors such as: cleantech and renewable energy, ICT, 
mining, research, development and innovation, travel and education and many 
others. “Finnish government is business-friendly, and the country has a 
developed infrastructure, a skilled workforce and competitive operating costs. 
Red tape is minimal and Finland is one of the least corrupt countries in the world 
according to Transparency International.” (Invest in Finland 2013a) 
2.5.1.1 Incentives for foreign companies investing in Finland 
“Foreign-owned companies in Finland are eligible for a wide range of government 
and EU incentives on an equal footing with Finnish-owned companies. Business 
aid to companies is coordinated by the Centers of the Economic Development, 
FDI Promotions 
& Services
HOME COUNTRY
(Investor: China)
PUSH FACTORS
HOST COUNTRY
(Investee: Finland)
PULL FACTORS 
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Transport and the Environment (ELY Centers), whose 15 regional offices also 
provide consulting, training and advice on registration issues and location 
choices. Investment aid can be granted to companies in the regional development 
areas, especially small and medium enterprises (SMEs). Large companies may 
also qualify if they have a major employment impact in the region. EU finance is 
largely channeled through the ELY Centers. It is directed to projects developing 
the competitiveness, know-how and operating environment of the SME sector, 
with a special emphasis on start-up businesses and service sector companies.” 
(Invest in Finland, 2013b)  
2.5.1.2 Research, development and innovations  
“Finland keeps topping world rankings on issues from innovation and 
competitiveness to the availability of science and technology researchers – not 
to mention having one of the best education systems in the world. Finland loves 
innovation, especially when it comes to the digital gaming industry.” (Team 
Finland, 2013b)  
The knowledge transfer between business and universities has been one of the 
key factors in Finland’s track record of innovation and economic success (Invest 
in Finland, 2013d). “The Finnish economy is knowledge-based and strong on 
innovation. It is among the top countries globally in terms of R&D spending per 
capita. Finnish companies and consumers are early adopters of emerging 
technologies, which makes Finland an ideal test bed for new solutions and 
technologies.” (Invest in Finland, 2013e)  
“FDI in Finland is often related to knowledge-driven investments. Finland has 
several high-tech clusters with many technology companies that have cutting-
edge expertise. These include companies specializing in wireless and mobile 
solutions, cleantech, healthcare and life sciences, and new materials and 
processes.” (Invest in Finland, 2013e)  
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2.5.1.3 Talent pool 
With great education system and educational capacity environment, Finland has 
been fostering entrepreneurial professionals. They are not only local Finnish 
students but also international students. “Over 90% of Finns under thirty speak 
English, while Swedish is Finland’s second official language in addition to 
Finnish.” (Invest in Finland, 2013c) The number of people speaking Russian as 
their mother language is 42,000 (Niemi, 2007).  
About a third of Finland’s working population has a degree or higher qualification. 
Finland’s workforce is highly educated and computer literate. According to WEF’s 
Global Competitiveness Report 2010-2011, Finland has the best availability of 
scientists and engineers in the world, and they are trained by one of the best 
educational systems in the world. The workforce also includes a large number of 
other competent professionals with university degrees in diverse fields. However, 
labour costs are lower in Finland compared to the other Nordic countries. (Invest 
in Finland, 2013d) 
2.5.1.4 Linkage to Russian and Europe 
The story behind the success of many developing country firms entering world 
markets in light consumer goods is that foreign firms help them by providing the 
links to the final buyers (Blomström, 1990, cited by Blomström and Kokko, 1996, 
p.26) Finnish companies could help Chinese partners capture customers in 
European especially in Northern Europe and Russia.  
From Helsinki it is easy to reach big cities in the Nordic and Baltic countries. 
Finland is also a good gateway to Russia’s growing market. It has the longest 
border with Russia at 833 miles among all the EU countries. (Invest in Finland, 
2013c) “Finland’s long experience of trade in Northern Europe, combined with its 
historical and cultural ties to neighboring countries, offers valuable insight and 
knowledge into the region. Finland is the ideal business gateway also to Russia. 
Most of the transit trade from the EU to Russia already passes through Finland. 
The countries share the same rail gauge, so rail cars do not require modification 
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or reloading when they cross the border.” (Invest in Finland, 2013c) Over thirty 
percent of all goods in transit to Russia pass through Finland (Team Finland, 
2013b). “Baltic Sea shipping routes are kept open by Finnish icebreakers all year 
round. Sixty percent of the world’s icebreakers have either been built or designed 
by Finnish companies.” (Team Finland, 2013b)  
2.5.1.5 Government support  
Business and trade cannot succeed without bilateral governments’ support. 
China and Finland relationship have remained harmonious and strong over the 
past 60 years. Leaders from both countries have exchanged visits frequently. 
Finland-China relations have been strengthened by various actions and will be 
even stronger. During Finnish President Niinistö’s state visit to China, Chinese 
President Xi said “China is willing to work with Finland to build a future-oriented 
new-type cooperative partnership, and focus on deepening cooperation in the 
fields of investment, innovation, environment and urbanization.” Finnish 
President Niinistö said “Finland appreciates the collaboration with China and is 
willing to enhance the cooperation with China in trade, urbanization, sustainable 
development, poverty alleviation and judiciary fields.” Most important, “he is 
optimistic about the development of the Finland-China relations.” (Xinhua News, 
2013)  
What’s more, all of Finland’s major cities have sister cities in China and have had 
a great deal of cooperation in areas of science and technology, urban 
development, culture, education, health care and environment protection and so 
on. For example, Turku region development center (TRDC) opened its office in 
its twin city of Tianjin in early 2013 as part of a two-year project. “The Turku 
region, and also the whole of Finland, have the overall aim of increasing 
awareness of Southwest Finland in Tianjin in order to raise the level of tangible 
Chinese investment in Southwest Finland.” (City of Turku, 2013)  
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2.5.1.6 Exports and OFDI 
Liu, Buck and Shu (2005, p.111) examined the relationship between exports and 
OFDI. They found out that China’s OFDI is jointly driven by the level of economic 
development and openness, and reveals that China’s OFDI tends to increase in 
parallel with its economic development, openness and improved competitiveness 
in the world market. Therefore, as its economic development and openness level 
raises and its export amount to Finland increases, China’s ODI in Finland should 
arise too.  
2.5.1.7 Policies support 
Second factor to push Chinese ODI to Finland is China’s policies which 
encourage and support Chinese enterprises invest abroad.  
The ‘Going Out’ Policy of encouraging Chinese enterprises to invest abroad was 
first unveiled in 1999 (CPGPRC, 2006) and by the mid-2000s ODI had started to 
notably increase (EUCCC 2013, p.27).  
The Chinese government has released in place a number of targets relating to 
ODI for the period of the 12th Five-Year Plan (2011-2015). These include: ODI 
will increase at an annual rate of 17% and will total USD 150 billion in 2015; The 
amount of China’s overseas contracted projects will reach USD 180 billion and 
turnover will be USD 120 billion by 2015, with an annual growth rate of 6%; 
550,000 Chinese nationals will go to work overseas during 2012, with the total 
number being over one million by the end of 2015. (CPGPRC, 2012.) 
According to the 12th Five-Year Plan and the officially issued ODI catalogue, 
priority should be given to the following industry sectors: energy, energy 
conservation, raw materials, biotechnology, agriculture, services, high-end 
manufacturing and innovative technologies. (TUSIAD, 2013, p.21) 
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2.5.1.8 Seeking resources  
Thirdly, fast-rising wages, worker activism, and intermittent labor shortages 
suggest that China, whose economic rise has depended on a vast supply of low-
cost labor, is about to enter a period of widespread labor shortages (Das and 
N’Diaye, 2013).  China is the biggest “world manufacturing factory” with massive 
amount of cheap labors, which has brought tremendous quantity of investment 
all over the world. However, due to the world population data base by United 
Nations (2013), under any economic or policy scenario, the excess labor ends 
and labor shortages begin by 2025 in China (Das and N’Diaye, 2013). China is 
sooner or later going to cross “the Lewis Turning Point” (see Appendix 3), which 
means, as the number of surplus workers dwindles, wages in the high-
productivity sector begin to rise, that the sector’s profits are squeezed, and 
investment falls. Therefore, China is most likely to lose its one of the most 
competitive advantage – cheap labors. That is to say, policies and strategies or 
other alternatives need to be undertaken to ease the situation and solve the 
problem eventually.  
Meanwhile, “in order to ensure continuous economic growth, China places 
increasing emphasis on energy and imports of raw materials in its foreign policy 
and external economic relations. China has already become a large-scale 
consumer of energy and other natural resources and it is in greater extent 
dependent on imports.  China’s consumption of oil is the second largest in the 
world after the US. About 50 per cent of its oil imports are acquired from the 
Middle East and 30 per cent from Africa. China has also embarked on an 
ambitious nuclear energy program. The construction of new reactors is supposed 
to boost China’s nuclear capacity and improve its energy efficiency, but these 
measures alone will not satisfy the increasing demand for energy.” (MFAF 2010, 
p.6) Therefore, China’s increasing need of natural resources could be one of the 
motives to invest in Finland for resources or solutions. 
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2.5.1.9 Enhancing domestic competiveness   
Emerging economy firms investing in developed countries have tended to use 
outward FDI primarily to obtain intangible assets (Kim and Rhe, 2009, p.139). 
Chinese government wants to help its domestic enterprises to build big MNEs to 
upgrade its global image. China already achieved its goal of “Made in China” as 
a global phenomenon. However, that should not be the final destination. China 
will need to rebrand the image of “made in China” and change its global image 
from “quantity” to “quality” by creating brand with great reputation and globally 
competitive MNEs.  
Globally competitive firms could help China raise its technological capacity and 
productivity. That is key to sustaining economic growth. China would like to follow 
the example of other countries that have become rich - like South Korea or 
Taiwan - and develop successful global brands like Samsung and HTC. (Yueh, 
2013.) 
2.6 Risks and obstacles of FDI 
When investing abroad, there are a variety of risks. Moffett, Stonehill and Eiteman 
(2003) separated them into three categories: 1) firm-specific risks; 2) country-
specific risks; and 3) global risks. Firm-specific risks include the normal business 
risks that can be revealed through sensitivity analysis, as well as governance 
risks that stem from goal conflicts with host countries. Country-specific risks stem 
from host country policies that reduce a firm’s ability to transfer freely its funds in 
and out of the host country. However, country-specific risks also arise from 
cultural differences and host country protectionism.  
2.6.1 Culture difference 
China International Chamber of Commerce for the Private Sector (2013, p.6) 
states that “Culture difference is the biggest challenge for enterprises during 
overseas M&A”. Therefore, culture difference should be studied as a potential 
risk factor for Chinese investment in Finland.  
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According to Hofstede model, the comparison between Finnish and Chinese 
culture demonstrated in table below. It is obvious that there is nearly nothing in 
common in these five dimensions. Based on his theory and analysis explained 
by Hofstede Center (see details in appendix 6), it could be very challenging for 
Finns to work together with Chinese. 
 
Table 2 Finnish Culture in comparison with China  
Source: Hofstede Center 
2.6.2 Guanxi – “social network”  
Guanxi, in very general terms, refers to the “personal network of relationships” 
between people. It is developed between people – not between corporations. 
(Crawford, 2012, p.14.) “Guanxi takes on a special significance in Chinese 
societies. It is even more important element of business activities. Without Guanxi 
one simply cannot get anything done”. (Davies et al.., 1995, p.212) Constructing 
and maintaining Guanxi is a common preoccupation for entrepreneurs, 
managers, officials and even college students (Luo, 2000, p.2). One popular 
saying in Chinese society: “who you know is more important than what you know”. 
Guanxi is potential fortune in China (Crawford, 2012, p.16). In order to build 
business relationship with China, Guanxi can be the key to success.  
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2.6.3 Mianzi – “face” 
Face is another one of the most important notion to be learned when doing 
business with Chinese. It means much more than just an organ. The concept of 
mianzi (reputation or “saving face”) has long been in the blood of Chinese people 
(Crawford, 2012, p.20). In Chinese culture, it stands for a person’s social status, 
reputation and dignity. A typical Finn might offend a potential Chinese investor 
without even noticing it by himself, thus lose the investment and opportunity to 
cooperation. There are a few common phrases about face in Chinese culture 
(Wudaokou, 2011): 
o Lose face, if they encounter something embarrassing or awkward;  
o Offer face to others, when they go out of their way to do someone a favor;  
o Leave face for others, by not offending or going against someone directly;  
o Earn face, by doing something honorable or difficult.  
o "Doesn’t need a face", one of the harshest criticisms for being shameless. 
Both Mianzi and Guanxi play important roles in Chinese society and they are 
closely related to each other. A person with wide Guanxi is considered a very 
influential person with a strong background referring now to Mianzi (Crawford, 
2012, 16). It is wise to build Guanxi with Chinese who has more Mianzi when 
doing business in China.  
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3 INVESTMENT OF FINLAND AND CHINA 
This chapter gives an overview about inward investment to Finland and outward 
investment from China.  
3.1 Finland as an investment destination 
“The total turnover of foreign affiliates located in Finland was EUR 76 billion in 
2011. These enterprises employed 221,000 persons (full time equivalent, FTE). 
Compared with the year before, the turnover grew by around seven per cent. The 
number of personnel increased as well, by some three per cent from 2010. 
Foreign companies employ people particularly in manufacturing, wholesale and 
retail trade, administrative and support service activities, and information and 
communication activities.” (OSF, 2012) 
3.1.1 Overview of inward FDI in Finland 
“Only every one hundredth enterprise located in Finland is under foreign control. 
However, 15 per cent of the personnel of all enterprises in Finland are employed 
by these 2,970 enterprises. The respective share of turnover is even higher, 
around 20 per cent. The ultimate control of foreign affiliates is divided between 
approximately 50 countries.” (OSF, 2012) Examined by number, Swedish 
affiliates were the most common, around 800. U.S. and German affiliates made 
up the second-highest proportion, around 440 and 310, respectively. (See 
appendix 4) Therefore, FIEs in Finland have contributed remarkably to Finland’s 
economy.  
However, Finland’s position of FDI in the world is rather small. As can be seen in 
Figure 1, both the Inward and outward FDI in Finland has fluctuated and 
imbalanced in the last two decades. The performance of outward FDI in Finland 
is stronger than the inward one. Based on the figure below, after two years of 
joining Schengen area Finland’s FDI inflows had dramatic increase in 1998 and 
even greater growth in 2000 which is one year after becoming a member of 
Eurozone, unfortunately a substantial decline after 2008 when global crisis 
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happened. It is notable that Finland has been undoubtedly suffering negatively 
from economic crisis in recent years again. Of course, the current economic crisis 
has negative influence on the FDI flows not only in Finland but also worldwide.  
 
Figure 1 Inward FDI in Finland 1990 – 2012 (Millions of US dollars) 
Data source: UNCTAD  
In the past few years, Finnish enterprises have exported more capital than in the 
years prior to the crisis. The increase in outward capital flows is due to 
internationalization of funding of foreign direct investment enterprises since the 
financial crisis of 2008. Finnish companies increasingly finance their foreign 
entities directly, which has reduced investment enterprises' need to acquire 
funding independently from the financial markets. According to the Bank of 
Finland's estimates, FDI from Finland, adjusted for data on pass-through 
investment, was over EUR 3 billion in 2012. Pass-through funds refer to a group's 
internal capital flows that pass through an investment enterprise to the group's 
other entities resident in another economy. (Bank of Finland, 2013.) 
3.1.2 Development of Chinese investment in Finland 
So far there are altogether 36 Chinese-owned enterprises in Finland, of which 11 
were acquisition and 21 were new business unit.  The most remarkable sectors 
of them are ICT (11 investments), retail (8 investments), business services (4 
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investments). As for the direct investment enterprise, 29 became subsidiary, 6 
branch, 1 merged. (Oili Liukkonen, email message 11.11.2013.) 
3.1.3 Inward FDI in Finland compared to peer countries  
FDI into Finland has remained at a much lower level than before the financial 
crisis, and pass-through investment has also become more important. Adjusted 
for pass-through, inward FDI was close to zero in 2012. (Bank of Finland 2013.) 
The figure below shows that compared to peer countries Sweden, Denmark and 
Norway, Finland has been below them most of the time in the past two decades.  
 
Figure 2 Inward FDI of Finland compared to Sweden, Norway and Denmark, 1980 
– 2012 (Millions of US dollars) 
Data source: UNCTAD  
3.2 China’s rise as a global investor 
China has been the largest recipient of inward direct investment flows (UNCTAD 
2004b). Based on data source from UNCTAD shown in figure 4, China’s FDI 
inflows has been far ahead of FDI outflows. FDI in China, also known as RFDI 
(renminbi foreign direct investment), has increased considerably in the last 
decade, reaching $59.1 billion in the first six months of 2012, making China the 
largest recipient of foreign direct investment and topping the United States which 
had $57.4 billion of FDI. However, the outward investment of Chinese enterprises 
was small scale.  
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Figure 3 China's FDI inflows and outflows, 1982-2012 (Millions of US dollars)  
Data source: UNCTAD, FDI/TNC database 
By February 2006, China had replaced Japan as the largest nation holding 
foreign exchange reserves, reaching USD 853.7 billion (Macartney & Duncan, 
2006) which already surpassed the amount of whole EU foreign exchange 
reserves (see figure 5 below). Based on People’s Bank of China data, by July 
2013, China holds the world’s highest foreign exchange reserves at a record $3.5 
trillion and those reserves are growing all the time. 
 
Figure 4 China Foreign Exchange Reserves compared to EURO Area 
Source: Trading economics | People’s Bank of China (2013) 
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The Economic Times (2011) reports that the amount of foreign exchange 
reserves should be restricted to between $800 billion to $1.3 trillion and the 
current reserve amount was way too high, said by Tang Shuangning, chairman 
of China Everbright Group. Xia Bin, a member of the monetary policy committee 
of the central bank, said that $1 trillion of foreign reserves would be sufficient for 
China. Tang suggested five channels for using the reserves, including 
replenishing state-owned capital in key sectors and enterprises, purchasing 
strategic resources, expanding overseas investment, issuing foreign bonds and 
improving national welfare in areas like education and health.  
3.2.1 Overview of Chinese outward FDI  
According to Chinese government data, 72% of Chinese OFDI during the period 
of 2004-2010 went to Asia and the vast majority of this (87%) goes to Hong Kong. 
It is likely that a significant proportion of this is in fact being routed from China 
through Hong Kong for structural reasons with the final destination being 
elsewhere. According to these figures, just 5% went to Europe. (EUCCC 2013, 
p.7) 
 
Figure 5 China and Europe ODI, flow and stock, 2004 – 2011 (millions of Euros). 
(EUCCC 2013, p.7) 
In 2011 EU FDI flow to China amounted to EUR 17.5 billion and Chinese ODI 
flow to the EU totaled EUR 3.2 billion. This would mean that mainland Chinese 
investments only counted for 1.4% of total ODI into the EU in 2011, whereas the 
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EU accounts for around 20% of investment into China. (EUCCC 2013, p.8)  
However, China’s need to invest abroad is more likely increasing due to its 
increasing demand of natural resources and decreasing amount of cheap human 
resources.  
3.2.2 Development of investment in China 
Chinese outward direct investment (ODI) has increased enormously in recent 
years. Currently China is the source of FDI in a large number of host countries. 
However, few decades back, similar to Japan and Korea, China had to face the 
classic problems of late development. The challenge for Chinese leaders during 
the first two decades of reform and development – much like in Japan in the 
1960s or Korea in the 1970s – was to choose a development path that would lead 
to the creation of competitive industries (Thun, 2006, p.3). “While the open door 
policy in the late 1970s lead to modest outward FDI, The process of accelerated 
outward investment liberalization and growth can be traced from Deng Xiaoping’s 
tour of South China in 1992 through to the government-led ‘go global’ (‘zǒu chū 
qù’) initiative, which was instigated in 1999.” (Buckley et al., 2007, p.3) Thanks to 
its success in opening the economy and attracting inward FDI, China has been 
rapidly becoming an important source of outward foreign direct investment (OFDI) 
in recent years.  
“While China accounted for 3.3% of total outward investments from developing 
countries in 1996, its share had risen to 10% in 2006.  This makes China the 3rd 
largest developing country in terms of outward FDI (after Hong Kong and Brazil), 
up from 7th position in 1996. However in global terms, China was only the 17th 
largest country in terms of outward FDI flows in 2006, and small in comparison to 
the major industrialized economies.” (Kolstad and Wiig, 2009, p.3) Since 2006 
China has been the largest contributor to global GDP growth (EUCCC 2013, p.3). 
“Excluding tax havens, China now holds the No. 3 spot in global outbound 
investment rankings, behind the U.S. and Japan, up from 16th place in 2011, 
according to the EIU. It put investment outflows last year at $115 billion.” 
(Bloomberg, 2013) And China outbound investment is growing, both for M&A and 
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VC/PE. From 2008-2012, Outbound M&A grew at an average CAGR of 58%. 
(Azure International and Cleantech Scandinavia, 2013, p.14)  
3.2.3 China’s OFDI in Finland compared to peer countries  
 
Figure 6 China’s outward FDI in Finland compared to peer countries and regions, 
EUR million, 2000 – 2012 
Data source: Bank of Finland, report updated 13.9.2013. 
Based on the statistics from Bank of Finland, the U.K. and U.S. have been the 
biggest outward FDI investors in Finland’s economy. Compared with them, the 
amount of China’s outward FDI in Finland appeals to be rather small and even 
much less than its competitive neighbor nation Japan. Japanese tech and 
telecoms group SoftBank Corp is paying 150 billion yen ($1.53 billion) for a 51 
percent stake in Finnish mobile game maker Supercell, valuing the small maker 
of hit games "Clash of Clans" and "Hay Day" at $3 billion (Knight, Ando and 
Nayak, 2013).  
Chinese outward FDI in Finland seems at quite similar level as Singapore and 
Hong Kong region. Attention should also be paid to the recent years changes 
After 2011 the amount of China’s outward FDI in Finland has been increasing, 
and surpassed Singapore and Hong Kong region in 2012.  
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3.3 Sino-Finnish FDI support 
Foreign-owned companies in Finland are eligible for a wide range of government 
and EU incentives on an equal footing with Finnish-owned companies (Invest in 
Finland 2013):  
 Business aid from ELY Centers (business aid, investment aid, aid to 
business development, subsidies for start-up companies, transport aid and 
energy subsidies) 
 Loans and guarantees by Finnvera 
 EU-funded support  
 R&D and innovation incentives by Tekes 
 Capital investment from Finnish industry investment  
 R&D tax break for companies  
3.3.1 Invest in Finland 
Invest in Finland is the government agency that promotes foreign investments 
into Finland. The organization assists international companies in finding business 
opportunities in Finland and provides all the relevant information and guidance 
required to establish a business in Finland. For China market, it has an office in 
Shanghai with its chief representative, Liao Chunming (Judith) and marketing 
manager, Diao Jiehui (Jenny). (Invest in Finland 2013b.) 
Services are free of charge and always tailored to meet customer’s precise 
needs. Currently, activity in Invest in Finland is focused on seven highly promising 
industries that can be grouped under the industry and technology or the trade 
and service sectors. Research, development and innovation are key drivers in 
the industry and technology sector. In all these sectors, Finland offers foreign 
investors excellent opportunities for success in the expanding markets of 
Northern Europe. (Invest in Finland 2013b.)  
38 
 
TURKU UNIVERSITY OF APPLIED SCIENCES THESIS | Tingting Li 
3.3.2 China-Finland Golden Bridge Innovation Center (CFGBIC) 
China Finland Golden Bridge Innovation Center is a transparent service platform 
supported by both countries’ governments. The center identifies complementary 
elements and creates synergies between Chinese and Finnish innovation 
ecosystems. Being a close partner to both countries’ technology hubs, Golden 
Bridge increases visibility and access to innovation resources. In Finland, Golden 
Bridge is supported by the Finnish Ministry of Employment and the Economy 
(TEM). It is partnering with the leading public and private innovation organizations 
and agencies. The CEO, Marko Vänskä is located in Espoo and the China 
representative, Mike Ding in Shanghai. (CFGBIC, 2013.) 
The center provides services and work directly with Chinese and Finnish hi-tech 
growth companies and investors. It helps Chinese VCs find investment targets in 
Finland. It provides long and short lists of companies to meet specific investors’ 
needs. The center also arrange meetings with the potential targets to kick-start 
negotiations. (CFGBIC, 2013.) 
For Chinese companies, it helps to develop and finalize their products and 
services by finding the right partners in research, product development, validation 
and certification process. Finland has a very good talent pool and an 
infrastructure for active and efficient product development. Together with its hi-
tech park partners, the center supports the internationalization of hi-tech 
companies through business coaching, matchmaking and business expansion. It 
helps Chinese hi-tech companies find innovative R&D partners in Finland and 
business opportunities in the European markets. (CFGBIC, 2013.) 
3.3.3 Tekes in China  
Tekes, the Finnish Funding Agency for Technology and Innovation, is the most 
important publicly funded expert organization for financing research, 
development and innovation in Finland. It boosts wide-ranging innovation 
activities in research communities, industry and service sectors. Tekes in China 
promotes R&D and innovation cooperation between Chinese and Finnish 
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universities, research institutes, companies and officials especially in the greater 
Beijing area, Shanghai and Yangtze delta, and the Pearl river delta. Finland and 
China have been developing close science and technology cooperation since 
1986. Today, Tekes is part of the Team Finland network together with other public 
Finnish key actors in China. Tekes offices in Beijing and Shanghai have good 
connections to Chinese authorities. The collaboration with Chinese partners has 
been fruitful and has created many successful projects. (Tekes, 2013.) 
Tekes Beijing office – Finnish Funding Agency for Technology and Innovation is 
in Embassy of Finland and Kari Hiltunen serves there as the director. Tekes 
Shanghai office – the Finnish Funding Agency for Technology and Innovation 
works in Consulate General of Finland and Jarmo Heinonen holds the post of 
director. (Tekes, 2013) 
3.3.4 Finnvera 
Finnvera is a specialized financing company owned by the state of Finland. It has 
16 regional offices and 415 employees in Finland. It provides domestic SMEs 
with loans, guarantees and VC investments. Finnvera also provides export credit 
guarantees and financing for export credits. Finnvera is the official export credit 
agency of Finland. It is controlled and managed by the Ministry of Employment 
and the Economy. Finnvera gives guarantees against political or commercial 
risks associated with the financing of exports. (Finnvera, 2013a.)  
Finnvera provides financing for the start, growth and internationalization of 
enterprises and guarantees against risks arising from exports. Finnvera 
strengthens the operating potential and competitiveness of Finnish enterprises 
by offering loans, domestic guarantees, VC investments, export credit 
guarantees and other services associated with the financing of exports. The risks 
included in financing are shared between Finnvera and other providers of 
financing. (Finnvera, 2013b.) 
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3.3.5 FinNode 
FinNode operations promote strategic cooperation and partnerships on the rising 
fields of economy and innovation most interesting to Finland. Dr Sari Arho Havrén 
moved from her previous position as a board director and VP of the Guangdong-
Hong Kong International Science Park to Shanghai as director of FinNode China 
in Shanghai since August 1, 2012. (Embassy of Finland, Beijing, 2013a) 
3.3.6 Team Finland in China 
The Team Finland network promotes Finland and its interests abroad: Finland’s 
external economic relations, the internationalization of Finnish enterprises, 
investments in Finland and the country brand. Its local teams in different parts of 
the world can open the first door for investors into Finland. It offers a wide range 
of tailored services, covering the entire investment process from start to finish: 
from the first situation analysis and data gathering, and identifying business 
incentives and locations, all the way to the launch of new operations. (Team 
Finland, 2013a) 
The Team Finland Network has the active support of the Ministry of the Economy 
and Employment, the Ministry for Foreign Affairs, the Ministry for Education and 
Culture, as well as the public services and foreign networks operating within their 
domain. Operating jointly under the guidance of the Finnish Government, over 70 
local Teams offer you their services on a worldwide basis. (Team Finland, 2013a) 
The Chairman of Team Finland in China is Mr. Jari Gustafsson, Ambassador of 
Finland. Contact person in Beijing is Mr. Leo Svahnbäck, Second Secretary, 
Embassy of Finland in Beijing; in Shanghai is Mr. Arto Haapea, Deputy Consul 
General, Consulate General of Finland in Shanghai; in Hong Kong is Ms. Annikki 
Arponen, Consul General, Consulate General of Finland in Hong Kong. 
(Embassy of Finland, Beijing, 2013b) 
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4 RESEARCH METHODOLOGY 
The study investigates the factors that drive China’s outward FDI in Finland from 
different angle of Chinese investors and Finnish enterprises. Information is 
collected and presented in the previous chapters based on literature review. This 
chapter will introduce research methodology utilized in the study. The first section 
describes the choice of research method. The next describes the data collection 
and study design. After that, the reliability, validity and limitation of the study. 
This study is a part of a research project of Smart City Hub – The Beginning of 
Smart Environmental Solutions. The research project is funded by European 
Regional Development Fund and this study is part of the subproject “Tianjin-
Turku Axis” at Turku University of Applied Sciences. 
4.1 Choice of research method 
A comprehensive inspection of topic related literatures was reviewed by the 
author at the early stage to get familiar with the research topic. This include 
theoretical literature about Chinese outbound investment, determinants and 
motives of FDI, advantages and disadvantages of FDI to host and home countries 
and other relevant academic work. Literatures were carefully inspected and 
chosen to be part of the research process.  
The research was carefully conducted by a mixed research method including both 
quantitative and qualitative methods: questionnaire and interviews. The research 
is attempt to identify the key factors that may act as motives or barriers for 
bringing Chinese investment to Finland, as well as services provided and needed 
for promoting and assisting to attract Chinese investment to Finland. There are 
several practical reasons to choose the particular method, a mixed research 
method which involved both qualitative and quantitative research methods.  
First of all, there are enormous culture differences between Finland and China, 
therefore the researcher should take it into consideration when select research 
alternatives, which may vary depending on different research groups. Therefore, 
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the researcher selected two different ways to conduct survey on Finnish and 
Chinese respondents.   
Secondly, the crucial research target Chinese investors are difficult to approach 
due to the fact that the researcher is located in Finland and of limited research 
budget, therefore online survey prove to be the most practical way to collect 
information from Chinese respondents. Thirdly, the phenomenon of Chinese FDI 
to Finland is new, and there is rather limited information related to this topic. 
Therefore, by utilizing a qualitative in-depth interview method can help to gain 
profound and comprehensive knowledge of the research problem from Finnish 
respondents’ point of view.  
4.2 Data collection and study design 
With the increasing demand of Chinese OFDI to Finland, the experience of those 
enterprises which have cooperation between Finland and China becomes very 
valuable. In order to find out what motives and obstacles they had and how these 
can be overcome, the data was collected by online survey and interviews.  
The questionnaire (see appendix 1) was designed for Chinese respondents, 
therefore translated from English to Chinese and released on a Chinese online 
survey website. Its target and ideal respondents were Chinese enterprises and 
investors.  
The other research method was semi-structured and in-depth interview (see 
appendix 2) intended for Finnish respondents representing local enterprises and 
experts. All the interviews were conducted by telephone, via the internet and face-
to-face. The interview result analysis is based on “host country determinants of 
FDI” framework (see appendix 3).  
The questionnaires were published online on week 40 in 2013 and the interviews 
took place in week 41 and 42 in 2013.  
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4.3 Reliability, validity and limitation of the study 
The reliability and validity was enhanced by using multiple research methods and 
sources of information. Saunders et al. (2009, 109) note that mixed methods, 
both qualitative and quantitative, are possible, and possibly highly appropriate, 
within one study. What’s more, a semi-structured or in-depth interview will be 
most appropriate for the two type of situation: where the questions are either 
complex or open-ended; where the order and logic of questioning may need to 
be varied (Saunders et al., 2009, p.324).  
One of the biggest difficulty in producing the study was obtaining good and up-
to-date literatures and statistics. There are very few topical literature or study 
(Chinese or English), which is related to investment between Southern Finland 
and China from the current situation point of view. What’s more, the research 
focus only on Chinese outward FDI in Finland, thus it has limited geographical 
focus. Therefore, the findings will hardly be applied similarly to other countries. 
The last limitation is the survey samples may not represent every sector of 
Chinese outward FDI in Finland due to the selective companies’ interviews from 
Southwest Finland. Therefore, the result may not apply to other sectors of 
Chinese outward FDI in Finland.  
The other difficulty of conducting the research is to collect qualified respondents 
for quantitate research. None of the responding enterprises and investors for 
questionnaire have any outward FDI experience in Finland, therefore the some 
of the results cannot contribute to the study as planned. Fortunately, half of them 
have overseas investment experience and the even other half who hasn’t 
invested abroad have interaction with Finnish companies, thus can be considered 
as future investors in Finland.  
The validity of the data used in this research is high because all the materials are 
official statistics and facts from reliable international organizations, national banks 
and governmental reports.  
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5 FINDINGS 
Result generated by two different kinds of research approaches will be assessed 
separately in this chapter. The research received altogether 18 responses, 12 
from questionnaire, 6 by interview. Both the Chinese and Finnish respondents 
were optimistic about Chinese outward FDI in Finland. The result also revealed 
motives and intent of future Chinese investment in Finland. Meanwhile, it 
appeared some existing or potential obstacles for attracting Chinese investment 
to Finland.  
5.1 Result of questionnaires 
Questionnaire was designed for Chinese entrepreneurs and investors. A total of 
12 responses were received, covering sectors of IT and telecommunications, 
automotive, marine, fashion and textile, retail and hospitality, professional 
services (legal issues, market research, business planning, etc.), real estate, 
wellbeing technology, finance and manufacturing (machine technology, moulding 
plastic parts for cars, etc.). All companies were located in metropolis in eastern, 
middle-west and southern China (Chengdu, Chongqing, Guangzhou, Shenzhen, 
Shanghai, Nanjing, Suzhou and Wuxi). The Chinese respondents were mainly 
entrepreneurs and investors, more than 2/3 of whom were between 26 to 45 
years old.  
Half of the Chinese respondents have some or extensive overseas investment 
experience, none of them have any investment experience in Finland, however 
showed modest intent of investing in Finland in future. 
5.1.1 Finland’s investment environment  
Questions 8, 9, 14, 18 and 19 help to find out Finland’s investment environment 
to be viewed in Chinese investors’ perspective, including the overall image, 
economic situation, market, government of Finland and its society in relation to 
Chinese investment.  
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The following survey result showed a very positive result of Finland’s overall 
image as an investment destination to Chinese investors, due to the fact of 0% 
of answers showed neither “below average” nor “poor”. All respondents had 
rather great impression on Finland’s investment environment. 
 
Figure 7 Finland's investment environment for Chinese investors 
The result below indicated that most of Chinese respondents were fairly optimistic 
about Finland’s economy regardless of whether or not if they had overseas 
investment experience, as no one selected the answer “nearly no advantage”.  
 
Figure 8 Finland's economic situation from Chinese perspective 
The following result showed that the majority of the respondents believed that 
Finland could be an ideal alternative of investment destination with relatively open 
and free market.  
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Figure 9 Openness and freedom of Finnish market to Chinese investment  
According to the figure below, Chinese respondents had great impression of 
Finnish government, as they voted the degree of its efficiency and transparency 
above average.  
 
Figure 10 Efficiency and transparency of Finnish government 
 
Figure 11 Integration degree of Finnish society and culture toward inward 
investment from China 
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Taken altogether, the integration degree of Finnish society and culture toward 
Chinese investment is quite high, as the figure 11 shows 0% of “below average” 
and “poor”, which is a very promising result. However, the result should be 
analyzed carefully in this one. Because it actually requires respondents with 
investment experience in Finland, yet none of the Chinese respondents actually 
have any investment experience in Finland. 
5.1.2 Motives for investing in Finland 
 
Figure 12 Important concerns when Chinese invest abroad 
The research findings revealed that what Chinese investors concerned the most 
about while investing abroad is “financial security”.  
 
Figure 13 Reasons for investing in Finland 
The result above showed that both “high technology” and “incentives, tax system” 
are the most factors to attract Chinese investors to Finland. Also, the result 
presented a slight interest of “entry to EU and Russian market” as investment 
reason from Chinese investors.   
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5.1.3 Intentions for investing in Finland 
Investment locations may be more or less attractive because of various reasons. 
Understanding the need and interest of Chinese investors or potential ones are 
critical and can help to indicate the trend of Chinese investment, eventually 
increase opportunities to attract more of them to Finland. 
 
Figure 14 Attractive industries for Chinese investors 
According to the research, ICT turned out to be the most popular investment field 
for most Chinese respondents. Food safety, machinery, cleantech, 
pharmaceuticals and healthcare, retail and hospitality were the second most 
attractive industries.  
Investment channels provide investors with various and useful information thus 
help them to have a thorough knowledge of investment destination. This kind of 
information sources are vital, because to certain extent they prelimit the range of 
choices of investment locations for investors.  
Based on the result showing on figure 15, “networks” was the most important 
channel to obtain information of overseas/Finland investment among Chinese 
respondents with overseas investment experience, following that “new media” 
and “traditional media”. However, for all respondents “new media” was regarded 
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as equally important as networks. In addition, “public sectors, activities, 
organizations and associations” were provided in the answer selections as well, 
however not been chosen by any respondents.   
 
Figure 15 Methods of obtaining information of investing in Finland  
According to the figure below, industry in-depth analysis was the most concerned 
service for Chinese investors when considering to invest in Finland. A very 
surprising result is that “experts and guidance” was not preferred at all.  
 
Figure 16 Most concerned services of investing in Finland 
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According to the result, Chinese investors tend to be more interested in “on-the-
spot investigation” to invest before making an investment. They showed very little 
interest on agent’s assistant and network platform.  
 
Figure 17 Channels of Chinese overseas investment 
As for methods of Chinese investment to Finland, “foreign affiliate” was ranked 
most popular, followed by “representative office”, then “acquisition” and 
“greenfield investment” which were equally liked. This result indicates that 
Chinese investors would most likely choose FDI instead of other kinds of 
cooperation. 
 
Figure 18 Methods of investing in Finland 
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5.1.4 Obstacles of investing in Finland  
The survey result manifested the obstacles that Chinese investors had or may be 
afraid to face up with when considering to invest in Finland. “Lack of investment 
information” seemed to be the biggest issue for respondents with overseas 
investment. Regardless of overseas investment experience, 50% of the Chinese 
respondents felt “not so familiar with the local investment environment”.  
 
Figure 19 Obstacles when investing abroad/Finland 
Finland needs to strengthen publicity, improve its engagement with Chinese 
communities in both Finland and China, enhance and raise its public awareness 
and attractiveness in China.  
Meanwhile, Finland should put on more efforts on learning other countries’ culture 
and keep updating the information about the target country. Finland’s integration 
level to international business, especially doing business with China should be 
increased.  
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“Finland lacks promoting. There might be many good things, unfortunately not so 
well-known in China. Moreover, Chinese enterprises which are used to benefit 
from Chinese government policies and take advantage of its loopholes may find 
it difficult to operate business in Finland” - Respondent 5. 
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5.2 Results of interviews 
Totally 6 Finnish persons from sector of IT, marine, automotive, fashion and 
textile, retail and hospitality and other professional services responded to 
interview representing Finnish enterprises.  
All of the Finnish respondents represented enterprises have business 
relationship with China. They are SMEs located in Southern Finland (Helsinki, 
Turku, Tampere, Espoo and Raisio), except one of them is a listed company in 
Asian market. Most of their cooperation methods are Greenfield investment 
(establishment of new enterprises), outsourcing, acquisition and others, half of 
them have cooperation with local sector or other companies and the other half 
plan or wish to have. 
5.2.1 Motives for attracting Chinese investors 
Half of the Finnish respondents held the view that market-seeking (market size, 
market growth, access to global markets) is one of the initial motives for attracting 
Chinese investors to undertake investment in their companies.  
 
“Finnish people emphasis on themselves too much, do not have in-depth 
understanding of other countries’ technology and development. Therefore, the 
integration level is not very high, which may affect attracting investment from 
China” - Respondent 6. 
“The business and market in this industry is gathered/focused in Asia, especially 
China, South Korea and Japan. Chinese buyer is a strong local owner of 
domestic market in China.” - Respondent 1.  
“Growing market with huge potential.” - Respondent 4.  
“Joint venture with Chinese partner in the future can be the way to expand 
business instead of mature European markets.” - Respondent 2. 
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Two of the interviewees indicated that resource-seeking investment (availability 
and cost of skilled labor) and asset-seeking investment (technological assets) are 
the key motives for bringing Chinese investment to Finnish companies.  
 
One of the Finnish respondents commended that investment is a pattern of 
mutually beneficial and win-win cooperation. 
 
5.2.2 Motives for investing in Finland 
Finland and Northern Europe have great reputation in the world.  
 
Finnish respondents showed fairly positive attitude towards Chinese investors 
and confidence on possibilities of future investment in Finland.  
 
By utilizing the image of high quality of Finnish design and technology, Chinese 
enterprises can obtain higher returns than their competitive local enterprises, 
instead of massive production of cheap and less quality goods.  
  
“High-skilled talents pool” - respondent 5.  
“New business opportunities, innovative and advanced technologies” - 
respondent 6. 
“Investing will benefit both the source and target countries of investment.” - 
Respondent 3. 
“Finland and whole Northern Europe is a good brand. Finland and Norway are 
similar in the industry.” - Respondent 1. 
 
“Not too many foreign investors so far. It means that possibilities to find 
interesting investment targets are good. Interests towards China are quite 
positive in Finland.” - Respondent 2. 
“High prices can be charged” - respondent 5. 
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Half of the Finnish responding enterprises pointed out Finland’s technology, good 
governance and skilled labor as advantages of investing in Finland.  
 
5.2.3 Reasons for investing in Finnish companies 
The responding enterprises expressed much confidence on the brand image of 
its company and products. Besides, enterprises located in big cities in Southern 
Finland has great connections with Russia, Sweden and other Northern 
countries, which is an ideal location for companies which are aiming for European 
and Russian market.  
 
Finland’s aging of population was not just a phenomenon to be concerned. On 
the contrary, it gave impetus to the search for solutions. Sooner or later China 
and many other country will face up with the same problem too. Here Finland is 
one step ahead in developing technologies to offer perfect solutions. 
 
Finland pays very much attention to research development and innovation 
programs, therefore it is equipped with a number of unique products and 
innovative technologies. 
“High technology and low level of corruption” - respondent 3. 
“Stable and secure business environment with highly skilled people.” - 
Respondent 4. 
 “New technologies, highly qualified personnel” - respondent 6. 
“Good brand, world-known, good reputation, quality design” - respondent 1. 
“Location. Established operations and good reputation.” - Respondent 2. 
“Elderly care industry is a growth market in both countries and globally. We have 
partnered with the best of best Finnish technology providers in this area to bring 
a complete solution for care providers.” - Respondent 4. 
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5.2.4 Obstacles for Chinese investment to Finland 
Finnish companies lack knowledge about China (Culture, regulation, language 
and people etc.), especially in business context. Due to the culture difference, it 
is hard to define trustable business relationship. Besides, EU legislation and 
policies specified to FDI do not much encourage Chinese investors to make 
investment in EU countries.  
 
Finland might be a too small market for Chinese investors.  
 
  
“High growth potential and unique products.” - Respondent 5. 
“The industry that we operate in is really fast developing, many new production 
technologies every once in a while.” - Respondent 6. 
 
“Perhaps uncertainty of the Chinese business legislation development in the 
long run. European Union's (e.g. Schengen) rules are not very ‘friendly’ for 
Chinese business.” -  Respondent 2. 
“Not familiar with Chinese investors and investor community. Cultural issues 
(not familiar with Chinese way, trust) - does it work like 'Silicon valley' or 
something else?” - Respondent 4.  
“Language, finding reliable partner” - respondent 5.  
“Regulatory” - respondent 6. 
“Finnish market is not big enough often and the operators themselves are 
small. That may one obstacle.” - Respondent 2.  
“Finnish companies are not interested enough in international business.” - 
Respondent 3. 
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6 DISCUSSION AND CONDLUSION  
The study outlines a comprehensive overview of current situation and examines 
the intent of Chinese investment in Finland. The amount of investment from China 
to Finland and whole EU is rather modest, especially compared to the amount 
China put to other developed countries such as USA, UK and Japan. However, 
Chinese companies and investors are displaying stronger interest towards 
Finland. Given the traditionally sound political relations, complementarities 
between the two economies, and great passion of the two business communities 
for cooperation, the bilateral economic and trade cooperation is promising and 
enjoys enormous potential (MOFCOM, 2013)  Therefore, it is only the beginning 
stage of Chinese investment in Finland. With the increasing amount of China’s 
outbound foreign investment, there will be more Chinese investment in Finland.  
According to the survey result, the Chinese respondents appear to be very 
optimistic about Finland’s investment environment. However, the great image of 
Finnish government’s efficiency and transparency does not actually act as a 
positive “pull factor” for attracting Chinese investment in Finland. The reason 
might be “the worse the institutional environment of a host country, the more is 
Chinese FDI attracted by the country’s natural resources” (Kolstad and Wiig, 
2009, p.13).  
The result reveals that Chinese prefer to make investment decision by on-the-
spot investigation in the target companies and invest in Finland by establishing 
foreign affiliates. They concern a lot about “financial security” when invest abroad. 
While Finland is such a stable society providing investors financial security, that 
can be viewed as a new positive “pull motive” for attracting Chinese FDI in 
Finland. Moreover, the result shows “incentives, tax system and high technology” 
are the “push motives” too.  
Majority of the Finnish respondents shows great interest in Chinese investment 
and believe China is a great investor and business partner. They have a great 
understanding of Finland’s advantages, which work also “pull factors” for 
attracting Chinese FDI to Finland. They believe that Finland and Nordic countries 
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have great reputation in China. Finland has a great linkage to Russian and 
European market. Finland is an innovative country with creative solutions for 
companies, for example, advanced solution for aging of population. What’s more, 
investing in Finland will be a mutual beneficial and win-win cooperation for both 
Finland and China under current economic situation. There is also suggestion 
that Finland doesn’t have much inward investment yet, thus plenty of possibilities 
and opportunities are waiting for Chinese investors. Finnish respondents think 
“high-skilled labor” as a positive motive for Chinese FDI in Finland, whereas 
Chinese respondents did not show any interest.  
The results of interviews show that Finland might be a too small market for 
Chinese investors. Besides, one point cannot be ignored is that EU legislation 
and policies specified to FDI seem not favor Chinese investors which might make 
EU countries less attractive investment destination.  
In addition, the survey also implies that Finland lacks promotion and publicity in 
China, in particular, in promoting its country awareness as an investment 
destination in China’s capital world. Based on the study, “Networks” and “New 
media” (internet, smart phones) are the most preferred methods to acquire 
information about investing in Finland. Therefore it may be wise to lay equal 
stress on both social networks and new media, especially those widely-used 
social media tools in China. 
Culture may be regarded as an economic asset – a form of cultural capital. 
(Casson, 2003, p.2) However, it can be a potential obstacle factor for Chinese 
FDI in Finland. The study reveals that Finnish enterprises lack knowledge about 
China (especially investment environment, language, culture, regulation and 
legal system etc.). Meanwhile, it reveals that the Chinese investors lack 
information about investing in Finland. Therefore, Finland should increase its 
integration level with foreign investors. “Because of our history there are people 
who have negative memories from the wartime. But there are more and more 
people who tend to think it’s only good that our people are integrating” Jyrki 
Katainen, Finland’s prime minister. (Milne, 2013) This kind of promotion is needed 
in Finland especially from government. Also, Finland and China should work 
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together to improve its promotions and services to increase Chinese investment 
in Finland.  
It is therefore reasonable to anticipate what kind of services and promotions are 
needed to improve Sino-Finnish cooperation and investment. This paper dealt 
very little with this topic and reveals that the service of “industry in-depth analysis” 
is needed the most, but the findings of the paper highlight the need for future 
study in this area.  
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Appendices 
Appendix 1 Questionnaire for Chinese respondents 
*This survey was translated into Chinese language and released in a Chinese online survey website. 
1. Age range 
o Below 25 
o 25 – 45 
o Above 46 
2. Occupation  
o Entrepreneur  
o Investor 
o Liberal professions 
3. Your company is located in ____ (city’s name) 
4. Industry, product/services your company provides  
5. Experience on investing abroad (yes/no) 
6. Experience on investing in Finland (yes/no) 
7. In what industries you are investing/ would like to invest in Finland? 
8. Your impression/evaluation of investment environment in Finland 
o Excellent  
o Good 
o Average 
o Below average 
o Poor 
9. Compared with the economic situation of other Northern countries, how much advantages do you think Finland has 
o High advantage 
o Some advantage 
o More or less the same as the others 
o Nearly no advantage 
10. How do you acquire information/news about investing in Finland/abroad? 
o Traditional media (TV, news, magazines, etc.)  
o New media (internet, smartphones, etc.) 
o Public sectors  
o Organizations (chamber of commerce, associations) 
o Activities (seminars, forums, exhibitions) 
o Networks (relatives, friends, etc.) 
o None 
11. What services of investing in Finland would you be interested in? 
o Region-specific industry, industry market analysis 
o Success and failure stories  
o Investment seminars, forums and conferences  
o Experts and guidance 
o Industry in-depth analysis 
o The latest trends of industries 
o The latest trade supply & demand info 
12. Obstacles/barriers you have faced during invest abroad/Finland  
o Overseas safety issues (person and property) 
o Not sufficient support from local government, banks, etc.  
o Not familiar with the local investment environment 
o Lack of local network support 
o Lack of investment information 
13. What factors do you pay more attention to when invest in Finland/abroad 
o Yield 
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o Financial security 
o Scale of investment projects 
o Others (please specify)  
14. What do you think of the degree of openness and freedom of Finnish market? 
o High 
o Relatively high 
o Average 
o Low 
o Extremely low 
15. What channels do you usually invest through? 
o By network platform 
o With the help of agent 
o On-the-spot investigation 
o Other (please specify) 
16. In which types of operations would you be interested in investing in Finland? 
o Greenfield investment (establishment of new enterprises) 
o Merger/ Acquisition 
o Foreign affiliate (subsidiary, associate, branch) 
o Representative office 
o Outsourcing 
o Extensions of capital (in already existing direct investment enterprises) 
17. What are the reasons to invest in Finland? 
o Incentives, tax system 
o Entry to EU and Russian market 
o Transportation, logistics  
o High technology  
o Culture, language factors 
o Others (please specify) 
18. Your evaluation on efficiency and transparency of Finnish government? 
o Excellent 
o Good 
o Average 
o Below average 
o Poor 
19. To what extent do you think Finnish cultural customs and atmosphere adapt investors? 
o Excellent 
o Good 
o Average 
o Below average 
o Poor 
20. Comments about investing in Finland. 
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Appendix 2 Semi-structured Interview questions for Finnish enterprises 
Background information 
1. Your company is located in (which city):  
2. Sector of the business  
3. Business relationship with China 
4. Main operations/products/services of your company 
5. Your cooperation with local sector or other companies? Have/plan/wish/don’t want to. 
Open questions 
1. What makes Chinese investment attractive to you/your company? 
2. What makes Finland a unique and attractive investment destination? 
3. What makes your company an interesting investment target? 
4. What do you think are the major obstacles preventing/ slowing down investment from China to Finland or/and your 
company? 
5. Anything else you would like to add: 
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Appendix 3 Host country determinants of FDI 
 
Dunning, John H. & Lundan, Sarianna M. 2008. Multinational Enterprises and the Global Economy, Second Edition. 
Cheltenham: Edwar Elgar Publishing Limited. (Page 325).
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Appendix 4 The Lewis Turning Point
In Sir Arthur Lewis’s seminal work (1954), developing economies are characterized by two sectors: a low-productivity sector 
with excess labor (agriculture, in China’s case) and a high-productivity sector (manufacturing in China). The high-productivity 
sector is profitable, in part, because of the surplus of labor it can employ cheaply because of the low wages prevalent in the 
low-productivity sector. Because productivity increases faster than wages, the high-productivity sector is more profitable than it 
would be if the economy were at full employment. It also promotes higher capital formation, which drives economic growth. As 
the number of surplus workers dwindles, however, wages in the high productivity sector begin to rise, that sector’s profits are 
squeezed, and investment falls. At that point, the economy is said to have crossed the Lewis Turning Point. 
Appendix 5 
  
TURKU UNIVERSITY OF APPLIED SCIENCES THESIS | Tingting Li 
Appendix 5 Foreign affiliates by country 2011 
Country Number of affiliates Employees (FTE) Turnover (mill. euro) 
Sweden 803 77,872 17,083 
United States 444 25,681 10,592 
Germany 309 15,797 8,478 
United Kingdom 258 18,727 5,505 
Japan 78 7,254 5,428 
Other 175 14,284 4,959 
Switzerland 97 11,709 3,899 
France 137 13,382 3,640 
Denmark 175 10,257 3,232 
Russian Federation 37 625 2,936 
Netherlands 108 6,189 2,918 
Norway 112 4,416 2,121 
Italy 44 3,972 1,428 
Luxembourg 86 4,739 1,374 
Austria 20 1,699 823 
Estonia 45 2,385 609 
Ireland 22 1,142 545 
Belgium 22 579 197 
Total 2,972 220,708 75,768 
 
Source: Foreign affiliates in Finland 2011, Statistics Finland, updated 26.11.2012. 
http://www.stat.fi/til/ulkoy/2011/ulkoy_2011_2012-11-26_en.pdf 
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Appendix 6 Finnish Culture in comparison with China  
(Adapted from Hofstede Center) 
Power distance (PDI) 
China sits in much higher rankings of PDI than Finland – i.e. a society that believes that inequalities amongst people are 
acceptable. The subordinate-superior relationship tends to be polarized and there is no defense against power abuse by 
superiors. However, Finland scores low on this dimension which implicates the Finnish style: being independent, hierarchy for 
convenience only, equal rights, superiors accessible, coaching leader, management facilitates and empowers. Power is 
decentralized and managers count on the experience of their team members. Employees expect to be consulted. Control is 
disliked and attitude towards managers are informal and on first name basis. Communication is direct and participative.  
Individualism versus collectivism (IDV) 
Finland, with a score of 63 is an Individualistic society. In individualistic societies offence causes guilt and a loss of self-esteem, 
the employer/employee relationship is a contract based on mutual advantage, hiring and promotion decisions are supposed to 
be based on merit only, management is the management of individuals. However, China is a highly collectivist culture where 
people act in the interests of the group and not necessarily of themselves. Employee commitment to the organization (but not 
necessarily to the people in the organization) is low. Personal relationships prevail over task and company.  
Masculinity versus Femininity (MAS) 
China is a masculine society –success oriented and driven. The need to ensure success can be exemplified by the fact that 
many Chinese will sacrifice family and leisure priorities to work. Leisure time is not so important. However, Finland is considered 
a feminine society where the focus is on “working in order to live”, managers strive for consensus, people value equality, solidarity 
and quality in their working lives. Conflicts are resolved by compromise and negotiation. Incentives such as free time and 
flexibility are favored. Focus is on well-being, status is not shown.  
Uncertainty avoidance (UAI) 
At 30 China has a low score on uncertainty avoidance. Chinese are comfortable with ambiguity; the Chinese language is full of 
ambiguous meanings that can be difficult for Western people to follow. Chinese are adaptable and entrepreneurial.  At the time 
of writing the majority (70% -80%) of Chinese businesses tend to be small to medium sized and family owned. Finland scores 
59 on this dimension and thus has a medium high preference for avoiding uncertainty. In these cultures there is an emotional 
need for rules (even if the rules never seem to work) time is money, people have an inner urge to be busy and work hard, 
precision and punctuality are the norm, innovation may be resisted, security is an important element in individual motivation.  
Long-term versus short-term orientation (LTO) 
Finland is a society with a short-term orientation, exhibits great respect for traditions, a relatively small propensity to save, strong 
social pressure to “keep up with the Joneses”, impatience for achieving quick results, and a strong concern with establishing the 
Truth i.e. normative. China is a highly long term oriented society in which persistence and perseverance are normal. 
Relationships are ordered by status and the order is observed. Traditions can be adapted to suit new conditions. Thinking ways 
focus on the full or no confidence, contrasting with low LTO countries that think in probabilistic ways.  
